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'TDFRAL C~MUNICATIONSCOMMISSIOO
'.. c':~!CE Of THE SECRETARY

Wllllim A. Bllse, Jr.
Director
Federal Regulatory

1401 I Street, N.W.
Suite 1100
Washington, D.C. 20005

Phone 202 326-8860

Ex Parte

Mr. WilHam F. eaton
Acting SecreIaty
Federal CommunIcations Commission
1919 M StNet, N.W., Room 222
Washington, D.C. 20554

Re: CC Docket No. 93-193, II1VIStJgtIIIon of 1993 Annual Access EillOQ

Dear Mr. caton:

In accorcJance with CommIssion ruIea, pte_. be advised that yesterday,
Stephen MeInIIcotf and the undersJgned ffI(JI'fJtI8I1tng Southwe8t8m Bell met
with James Coltharp of Commissioner Andrew Barrett's office regarding the
docket listed above.

Attached is information provided in the meeting. Due to the fact that the
meeting was held late on June 9 this letter is being filed a day late. If you
have any questions, please let me know.

Sincerely,

Attachment

cc: James Coltharp
Ruth MIlkman
Kathleen Levitz
Gregory Vogt
Gary PhHHps

No. of CopiII r8C'd~O_cr_\_
UstABCDE



IN\II:C~T

-TIMING

-FAIRNESS

- $73Om IN NET EXOGENOUS REDUCTIONS
- PRICE CAP COMPANY RECOVERY
-RATE OF RETURN COMPANY RECOVERY
-STATE COMMISSION ACTIVITY

-CONTROL

-STANDARD IN PRICE CAP ORD'ERS
-STANDARD IN INVESTIGATION
-UNION/FASB/WALL STREET POSITION
-TRACKING REPORT

- DOUBLE COUNTING

- GODWIN'S STUDY
-CONSERVATIVE CALCULATION
-INTERTEMPORAL DOUBLE COUNTING



FASB on Control:

.~ 1kJtInl "., ItJtJUd 1JqofIIltlw ,.,.SItJIIU oftIw promise 10 COI'ISIMr
wltetMr ,. IItIbIlity is tdf«:tIwly ,.., 011 ,. employer b«au.re 0.1ptISt

practices, sodtll or moral oblIftIIImu, "1' customs. • [SFAS 106, JHIIfL 156j

11M FASB ctJftClJIMd lhilt GIl .,,,,.. II obII,tMd/o1' these IHmIIfts IIIIlGs il
ctIII. tNOItl "'./IIlIIre sacrfflcc ,. III t.Ia:rwdoIt witIaoIiI sipflctmt JIMIIlty. 77w
pDIII/ly to • employer 1Wtl _ 1M III • /Orm ofG rrducdon In the ",.,. of
assets. -It ctJfI1d rtJiue to ptI1 """ ", rUtI,., lrIb#tmlial mrployee-~14IIiD1U
problmls. AI G practictJI mtIIUr, It Is .1iMY thIlt GIl Dllployer could
termillllte its existing "bli,... ....,. G J't'IIntIrmtDIt bentdft pltm without
i1lCUlTill' some cost. ~1'f!/tIn,,. lJotJnl concluded thllt in 1M absence of
ewurt« I" • Ct1Iflrary, GIl "",.,.,. Is prmllllttl to~ GCCepled
responsibility to provide ,.p""'" bM#Ifts. Consequently, the GCCOIUIIin, ­
- is based 011 1M pruumpdon thtIt ,. pltm wlU colltlnue DN1 thDt benejlts
promised by 1M employer will be provitkd.· /SFAS 106, para. 157l
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April 11, 1994

The Honorable Reed E. Hundt
Chairman
Federal Communications Commission
1919 M. Street, N.W.
Washington, D.C. 20554

Dear Chairman Hundt:

Let me express my enthusiastic congratulations on your appointment
to chair the Federal Communications Commission. With the ever
increasing importance that telecommunications is playing in the
development and expansion of this country's economic and
technological infrastructure, the FCC will be at the center of thd
policy debate over the new telecommunications era. The
Communications Workers of America (CWA) is most interested itl
working closely with the Commission on the development of a new
telecommunications regulatory model which will help this country
and people achieve their full capabilities.

In that regard, it is my belief that in a relatively short period
of time, you will be considering an issue which has been before the
Commission for two years, and is of significant importance to CWA
members. The proceeding CC Docket No. 93-193 focuses on the
appropriateness of Southwestern Bell Telephone Company and other
price cap local exchange carriers (LECs) including Other Post­
Employment Benefit (OPEB) costs in their interstate access rates.
For your convenience, I have attached a copy of my previous
correspondence which sets out my position on this matter
(Attachment 1).

All of the filings which are responsive to FCC questions have bee~

made and the record is complete. It is our position that the
change in accounting for OPEBs should be clearly and finally
defined by the FCC as an exogenous change and, therefore,
permanently included in the interstate price cap indices for the
LECs. In particular, the ability of Southwestern Bell Telephone
Company to be allowed to recover the costs associated with post­
retirement benefits is of the highest priority to my members.
These are benefits that have been bargained for over the years, and
the company must be allowed to have the ability to meet its
commitment to the Union and its members.



The Honorable Reed E. Hundt
April 11, 1994
Page Two

Should the Commission not allow OPEB recovery, I believe that the
continued viability of these benefits, important to the security
and job quality of our Union members, will be seriously
threatened. Should circumstances make it necessary for the
company to attempt to change these benefits during the term of
the agreement or at the bargaining table, a strike and lawsuit
would be the likely result.

To underscore the importance that I and my Union attach to this
matter, 1 have included with this letter (Attachment 2) a copy of
legislation which was just introduced in the Missouri House at
CWA's request and with our strong support. The OPEB issue before
the Missouri Public Service Commission was similar to that
presently before the FCC--allowing the Telephone Company the
ability to recover its OPEB costs and thus having the ability to
meet its commitments to its present and retired employees. When
the Missouri PSC essentially threatened the viability of our OPEB
benefits, I and CWA could not idly stand by. CWA's legislation
would reverse this inequitable Missouri situation.

When this issue comes before you, I hope that you will find that
OPEBs clearly meet the FCC's exogenous cost definition and
represent a price cap cost which must be allowed to be recovered
through rates.

Again, congratulations. I look forward to working with you for
the betterment of this Nation and its people.

s~~~:z· f) /7.
/lV{r1- ~/~(fe

Vi~tor C. Crawley .
Vice President

VCC/bjp
Attachments
cc: Commissioner Cuello

Commissioner Barrett
Representative Gephardt
FCC Secretary re: CC Docket No. 93-193 (Ex Parte)
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June 18, 1993

7he Honorable J.... Quel10
Chairman
redwal Commun.i.ca1:ions canai••1on
1919 M Street, H.W., ROOII 814
Washington, D.C. 20554

Dea~ Chairman ouello:

IF

Aa 'the head of t:he ee-.unloati0ft8 WOrilera of Allerioa (CWA) in the
~J.ve .tate••erved by Southwestern Bell Telephone Company (SU.,),
I would ~ik. to r_ptusei.e the CWA'a support of Sout:hves'tern
Bell t. 'lull' 1 acces. 'tariff which _ta to recover ~ costa
.ssociated with other 'o.t-"pl~t Benefit. (OPEB) a. an
eJlogenous 1 teitl under the Price cap Plan. .

On June 3, 1, along with Gary Luoes, tbe ce.-pany'. bergaining
chair-an. _et with your staff r-.ard1ft1 the -control issue- relatad
1;0 OPES. 1 stated ay po.ition that the c:c.pany bas no unilateral
control o"ler th... coate. ! e180 pointed out that the CWA baa
bargained hard during numerous round8 of collective bargaining 'to
ensu~e thet all SWJI'1' Ulploy... and retil'e88 have avallable the
current Custol1lCere Medical Plan. As 1 indicated on June 3, tb1.
Medical Plan 1.8 of sucb 1Jnportance that the OfA h•• frOID time to
1:1.lIIe agreed to a lea••r level of wages and pensions so a. to retain
'that Plan as presently structured •

•'rhl. i.sue has been .tudied and A-studied for quite a while. It:
i.. -.y strong belief tbet the tiae to r ..olve this Ilatter 18 mDl.
This i •• significant issue for the Union, iu active .embers,
re~irees and their f ....1.1i... We fUlly .upport the recovery for
SWBT.

S.l.ncerel

1l~.
Vf.ctor C. Crawley
Vice President:

VCC/kao
........
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SECONDIIGULU_tON
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suaaary of Bsag••OU. Adjust.ents
1991-93

The net effect of exogenous adjustments have been significant reductions in the
LECs' price caps.

Jt....ovs Cost CJwNes

Reserve Deficiency Amortization
Part 61.45(d)(1)(i)

Changes in Accounting Rules *
Part 61.45(d)(1)(ii)

Changes in Separations Rules
Part 61.45(d)(1)(iii)

Changes in LTS and TRS
Part 61.45(d)(1)(iv)

Reallocation of Regulated Investment
Part 61.45(d)(1)(v)

Tax Law Changes
Part 61.45(d)(1)(vi)

Other Extraordinary Cost Changes
Part 61.45(d)(1)(vi)

Inside Wire Amortization
Part 61.45(d)(l)(viii)

Total

1991-93 A....

($455M)

$199M

($651M)

$l06M

($0. 1M)

$172M

$65M

($I66M)

• Exogenous treatment of SFAS-I06, under an accounting order.


